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PLEASE READ THE FOLLOWING BEFORE
PROCEEDING TO USE THIS CHECKLIST
The general audit practice subcommittee of the quality
control review committee intends that the attached checklist
be used as a tool by trained personnel in reviewing working
papers and reports of audit engagements in connection with
technical standards consulting reviews provided under the
AICPA voluntary quality control review program for CPA firms.
The checklist is also available, upon request, for purchase
by AICPA members to assist their CPA firms in meeting profes
sional requirements.
However, users of the checklist should
be aware of the following:

1.

This checklist is a ’’tool’’ and in no way represents
official positions or pronouncements of the AICPA.

2.

It is intended as a guide rather than a fixed program,
and in application it will probably require some
modification depending on the size and nature of the
engagements being reviewed.

3.

Pronouncements issued after preparation of this check
list will also require that it be modified accordingly.

4.

The checklist should be used by persons having expert
knowledge of generally accepted accounting principles
and auditing standards and preferably by someone who
has had experience in reviewing reports and working
papers.
An untrained person may find the checklist
confusing and reach results and conclusions that may
be meaningless or perhaps misleading.

5.

The attached checklist was developed for use in
reviewing engagements of general ”for-profit” companies
and probably will require extensive modification if
applied to engagements of ’’not-for-profit” organizations
and companies in specialized industries.

The committee welcomes and appreciates comments and suggestions
about the checklist and its use.
Comments by qualified users
can be of valuable assistance in updating the checklist and
administering the program.
Your comments and suggestions
should be sent to the American Institute of Certified Public
Accountants, 1211 Avenue of the Americas, New York, New York
10036, Attention:
Morris W. Wishnack, staff aide to the
general audit practice subcommittee of the quality control
review committee.
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The checklist was prepared with the assumption that the audit
engagement under review covers a full year.
Therefore, no
questions were included as to conformity with portions of APB
Opinion No. 28--Interim Financial Reporting., that do not apply
to year-end financial statements
To determine the applicability of all cross-referenced pro
nouncements, their effective dates should be considered.
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SECTION ONE
INTRODUCTION
This questionnaire is not intended to be a com
plete test of the sufficiency of an auditor’s report, the
financial statements, or the supporting workpapers.
Rather,
it is intended as a working tool for a qualified reviewer in
applying his expertise in evaluating the methods and proce
dures followed by a firm of independent accountants and
encouraging the firm to observe reporting practices that are
generally accepted by the profession.

A separate questionnaire should be used for each
set of engagement papers reviewed.

Questions are worded so that "no” answers ordin
arily indicate unsatisfactory conditions.
A ”no" answer
should be supplemented in the Remarks section with reasons
for the response.
After completing the review, comments pertaining
to unsatisfactory conditions and the reviewer’s recommenda
tions, should be summarized in the ’’Comments for Discussion”
section to facilitate discussion of findings and conclusions
with the participant.

References in the checklist for Statements on
Auditing Standards are to the individual Statements Numbers 1
to 18.
Statements Number 2 through 15 appear in the Codifica
tion of Statements on Auditing Standards Numbers 1 through 15
(January, 1977) as follows:
SAS
No.
2
3

4

5

Reports on Audited Financial Statements

Section in
Codification
509

The Effects of EDP on the Auditor’s Study
and Evaluation of Internal Control

321

Quality Control Considerations for a Firm
of Independent Auditors

160

The Meaning of ’’Present Fairly in Conformity
with Generally Accepted Accounting Princi
ples" in the IndependentAuditor’sReport
411

6

Related Party Transactions

335

7

Communications Between Predecessor and
Successor Auditors

315
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8

Other Information in Documents Containing Audited
Financial Statements
550

9

The Effect of an Internal Audit Function on the
Scope of the Independent Auditor’s Examination 322

10

Limited Review of Interim Financial Information

720

11

Using the Work of a Specialist

336

12

13

Inquiry of a Client’s Lawyer Concerning Litigation,
Claims, and Assessments
337
Reports on Limited Review of Interim Financial
Information

519

14

Special Reports

621

15

Reports on Comparative Financial Statements

505

SECTION TWO
-

PAGES 3-27

.

cross-referenced pronouncements,
their effective dates should be
considered.

To determine the applicability of

SAS=Statement on Auditing Standards

A

Part of the examination made by
other independent auditors?
(SAS No. 1, section 543 and
SAS No. 2, paragraph 14)

Effect on financial statements
of a departure from generally
accepted accounting principles?
(SAS No. 2, paragraphs 9 and 1519, and SAS No. 17, paragraph 15)

a.

b.

:

If necessary, does the auditor ’s
report include recognition of the

4.

following

Do the circumstances presented in
the working papers support the
auditor's report?

3.

3)

If required by the circumstances,
does the auditor ’s report depart
from the standard report?
(SAS No. 2, paragraph 9)

graph

If the auditor ’s report is unquali 
fied, does its wording conform to
the standard report?
(SAS No. 2,
paragraph 7 and SAS No. 15, para 

:

2.

1.

NOTE

YES
NO

.

N/A

AUDITOR ’S REPORT

REMARKS

Page
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Comparative financial statements
with differing opinions?
(SAS No. 15, paragraph 5)

Updating of a previously issued
opinion?
(SAS No. 15, para 
graphs 6-7)

h.

’

g.

,

Uncertainties concerning future
events the outcome of which is
not susceptible of reasonable
estimation at the date of the
auditors report?
(SAS No. 2,
paragraphs 21-26 and 45, and
SAS No. 17, paragraph 16)

f.

.

Accounting principles not
consistently applied?
(SAS No. 1, sections 420 and
546; and SAS N o 2, paragraphs
20, and 38, see SAS No. 1,
sections 420.20 & .21 for
specific language of report

e.

9,

Emphasis of a matter in a middle
paragraph regarding the finan 
cial statements?
(SAS No. 2, paragraphs 9 and 27)

d.

.

Reporting requirements for
departure from a "Promulgated
Accounting Principle? ” (SAS
No. 2, paragraphs 9, 18 and 19)

.

c.

A

YES
NO

N/A

AUDITOR ’S REPORT

REMARKS
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6.

5.

Negative assurances?
(If a
letter to an underwriter, see
SAS No. 1, sections 518 and 630)

1.

Salutation used?
paragraph 8)

530)

(SAS No. 2,

Date (or need for multiple dates)
of report?
(SAS No. 1, section

’

If supplemental data accompanies
the basic financial statements,
(SAS No. 1, section 610) does the
auditors report contain a clear 
cut indication of the character of
the examination and the degree of
responsibility he is taking with
respect to such data?
(SAS No. 1,
section 610)

b.

a.

Are the following appropriate:

Regulated companies?
(SAS No.
section 544.02 and SAS No. 14)

k.
1,

Inclusion of unaudited financial
statements?
(SAS No. 15, para 
graphs 13-15)

j

.

Report of a predecessor auditor?
(SAS No. 7 and SAS No. 15,
paragraphs 8-12)

i.

A.

YES

NO

N/

A
___

AUDITOR ’S REPORT

REMARKS

Page
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8.

7.

.

Statements prepared in accord 
ance with a comprehensive basis
of accounting other than
generally accepted accounting
principles?
(SAS No. 14, para 
graphs 2-8)

Specified elements, accounts or
items of a financial statement?
(SAS No. 14, paragraphs 9-17)

Compliance with aspects of
agreements or regulatory require 
ments relating to audited finan 
cial statements?
(SAS No. 14,
paragraphs 18-19)

Financial information presented
in prescribed formats that
require a prescribed form of
auditor ’s report? (SAS No. 14,
paragraphs 20-21)

b.

c.

d.

:

a.

with for

For special reports, have the provi 
sions of SAS No. 14 been complied

610.04)

presentation consistent with the
short-form?
(SAS No. 1, section

If a short and long-form report is
presented (issued) is the long-form

A

YES
NO

N/A

AUDITOR ’S REPORT

REMARKS

Page
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b.

a.

In the auditor ’s report?

OR

Appropriate disclosures made
in the statements?

If prior period statements used for
comparative purposes were either
unaudited or not examined by the
reporting auditor (SAS No. 2, para 
graphs 10-12 and SAS No. 15, para 
graphs 8-15, are:

11.

2,

Was the reporting language clear
and appropriate?

b.

Is the firm aware that piecemeal
opinions are prohibited?
(SAS No.
paragraph 48. For effective dates
see SAS No. 2, paragraph 50)

Were all the substantive reasons
for the opinion or disclaimer
adequately disclosed?

a.

If a qualified opinion, adverse
opinion or disclaimer was issued,
(SAS No. 2, paragraphs 15, 29-47):

.

10.

9.

A

YES

NO

N/A
----------

AUDITOR ’S REPORT

REMARKS

-------

Page
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13.

12.

.

—

Believes that the representation
is misleading, has the opinion
been qualified or expressed as
adverse depending upon material 
ity?
(SAS No. 6, paragraph 18,
and SAS No. 2, paragraphs 15 and

b.

16)

Was unable to reach a conclusion
as to the propriety thereof, has
the opinion been qualified or
disclaimed?
(SAS No. 6, paragraph 18 and SAS
No. 2, paragraphs 10-12)

a.

If the financial statements include
representations to the effect that a
related party transaction was consu 
mated on terms no less favorable
than those that would have been
obtained if the transaction had been
with an unrelated party, and the
auditor

2-7)

If financial statements of one or
more prior periods are presented
with those of the current year, does
the language of the auditor ’s report
appropriately cover the statements
presented?
(SAS No. 15, paragraphs

A

YES
NO

N/A

AUDITOR 'S REPORT

REMARKS

Page
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17.

16.

If the financial statements include
a footnote containing interim
financial information, has the

15.

Does the language of the report
reflect findings of the under 
lying procedures performed?
(SAS No. 18, paragraphs 4-6 and

b.

Other remarks?

12)

Is the language of the report
appropriate?
(SAS No. 18, para 
graphs 7-9)

a.

If unaudited replacement cost infor 
mation is presented:

SAS No. 13?

auditor's report been expanded,
if required, in accordance with

If the work of a specialist was
used, was the effect of the
specialist's work on the auditor's
report considered in accordance
with SAS No. 11, paragraphs 9-12 ?

14.

A.

YES
NO

N/A

AUDITOR'S REPORT

REMARKS

Page
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Is restricted cash appropriately
segregated from other cash items and
properly classified?
(ARB 43,
chapter 3A, paragraph 6)

Are the current portions of various
assets and liabilities classified as
current items?
(ARB 43, chapter 3A,
paragraphs 4-8 and FASB No. 6, para 
graph 15)

Are items not expected to be realized
during the current operating cycle
included under non-current asset
captions?
(ARB 43, chapter 3A,
paragraphs 5 and 6)

Are the separate classes of inventory
disclosed (e.g. raw materials work in
process, finished goods, etc.) if
material?
(ARB 43, chapter 3A, para 
graphs 4 and 9, chapter 4, statement

2.

3.

4.

5.

1)

Are comparative financial statements
presented?
(ARB 43, chapter 2A)

YES

NO

ARB=Accounting Research Bulletin
APB=Accounting Principles Board Opinion
FASB=Statement of the Financial Accounting
Standards Board
SAS=Statement on Auditing Standards

10

N/A
REMARKS

To determine the applicability of
cross-referenced pronouncements their
effective dates should be considered.

FINANCIAL STATEMENTS AND FOOTNOTES

1.

NOTE:

B.

Page

Is a statement of changes in finan 
cial position presented for each
period for which an income statement
is presented?
(APB No. 19, para 
graph 7)

Is a summary description of the
significant accounting policies
presented?
(APB No. 22, paragraphs

8.

9.

10.

Are short-term obligations that are
both intended to be refinanced on a
long-term basis, and accompanied by
evidence of ability to consumate
the refinancing, excluded from
current liabilities and accompanied
by adequate footnote disclosure?
(FASB No. 6, paragraphs 10-15)

7.

Do all the statements presented
include a general reference such as
” the accompanying notes are an
integral part of these financial
statements, ” and are the notes

8-15)

Are inventories stated at the lower
of cost as defined, or market?
(If
"no ” does the practice of the indus 
try allow other methods?)
(ARB 43,
chapter 4, statements 3 and 7)

YES

NO
N/A

FINANCIAL STATEMENTS AND FOOTNOTES

6.

B.

REMARKS

Page 11

11.

Allowance for losses on receiv 
ables?
(APB No. 12, paragraph 3)

Accrued liabilities?

The method of determining inven 
tory costs (FIFO, LIFO, average,
etc.) and recognizing any dimin 
ished utility (cost or market,
whichever is lower)?
(ARB 43,
chapter 4, statements 3-9 and
SAS No. 1. section 430.02).

c.

d.

e.

,

Notes and accounts receivable
due from officers employees or
affiliated companies?
(ARB 43,
chapter 1A, paragraph 5 and SAS
No. 6, paragraphs 2, 16 and 17)

b.
,

Marketable securities?
(ARB 43, chapter 3A, paragraph 9
and FASB No. 12, paragraphs 12,
13, 16, 17, 19 and 20)

a.

YES

NO
N/A

FINANCIAL STATEMENTS AND FOOTNOTES

Does there appear to be adequate
disclosure by footnote or otherwise
with respect to:

numbered and referenced from the
statements or appropriately
captioned?
(APB Statement No. 4,
chapter 2, paragraph 10)

B.

REMARKS
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Intangible assets and their
amortization?
(APB No. 17, para 
graphs 24-31)

Principles of consolidation?
(ARB 51, paragraph 5)

Parents' equity in net assets
and net income of unconsolidated
subsidiaries and affiliates?
(ARB 51, paragraph 19)

Translation of foreign currency
transactions and foreign currency
financial statements?
(ARB 43,
chapter 12, paragraphs 6, 8 and 9;
FASB No. 8, paragraphs 32-34)

g.

h.

i.

j

Changes in accounting principles?
(SAS No. 1, sections 546.01546.11 and 546.17; APB No. 20,
paragraphs 17-30; FASB No. 3,
paragraphs 9-14)

Business combinations accounted
for as poolings of interest?
(APB No. 16, paragraphs 63-65;
SAS No. 1, sections 546.12 and
546.13; SAS No. 15, paragraph 12)

k.

1.

.

Investments?
(APB No. 18, para 
graph 20 and FASB No. 12, para 
graph 18)

YES
NO

Page 13

N/A ___________________ REMARKS _____________

FINANCIAL STATEMENTS AND FOOTNOTES

f.

B.

Bond indenture and loan agreement
provisions?
(APB Statement No. 4,
paragraph 199 R-9A; and FASB No.
6, paragraph 15)

Number of shares of various
classes of stock authorized,
issued and outstanding, and the
pertinent rights and privileges
of the various securities out 
standing?
(APB No. 10,paragraphs
10 and 11; APB No. 15, paragraph

s.

19)

Liquidation preference of
preferred stock in the equity
section of the balance sheet?
(APB No. 10, paragraphs 10 and
APB 15, paragraph 19)

r.

11;

Changes in capital shares and in
components of stockholders
equity?
(APB No. 12, paragraph
10; FASB No. 6, paragraph 15)

q.
’

Unusual accruals and allowances?
(FASB Nos. 5 and 11)

p.

.

o

15;

Long-term construction-type
contracts?
(ARB 45 paragraph
and APB No. 22, paragraph 13)

n.
,

Business combinations accounted
for as purchases?
(APB No. 16,
paragraphs 95-96)

YES
NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

m.

B.

REMARKS
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Restrictions on retained
earnings?
(APB No. 6, para 
graph 13; FASB No. 5, paragraph

u.

19;

Assets pledged or assigned?
(FASB No 5 paragraphs 18 and
SAS No. 1, section 430.02)

y.

,

Leases (including capital,
operating, sales, direct
financing and leveraged leases)?
(FASB No. 13, paragraphs 16, 23,
47, and 48)

x.

.

Pension plans?
(APB N o 8, paragraph 46, FASB
interpretation No. 3, paragraphs
4 and 5)

w.

.

Dating of retained earnings
after a quasi-reorganization?
(ARB 43, chapter 7A, paragraph
10; ARB 46)

v.

15)

Option agreements?
(ARB 43,
chapter 13B, paragraph 15;
APB No. 25, paragraph 19)
Is accounting proper?
(APB No. 25, paragraphs 10-18)

YES

NO
--- ------------ -

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

t.

B.

----------------— --------------------------------------------------------------

REMARKS
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(v)

(iv)

(iii)

(ii)

(i)

12,

paragraph 5d)

Investment credit, method
followed and amounts involved
when material?
(APB No. 4)

(APB No.

The method or methods used
in computing depreciation
with respect to major classes
of depreciable assets?

Accumulated depreciation,
either by major classes of
assets or in total?
(APB No. 12, paragraph 5c)

Balances of major classes of
depreciable assets by nature
of function?
(APB No. 12,
paragraph 5b)

Depreciation expense for
each period?
(APB No. 12,
paragraph 5a)

Depreciable assets (property,
plant and equipment, etc.) and
depreciation:

bb.

5,

Commitments for material amounts
of new construction or equipment?
(FASB No. 5, paragraphs 18 and 19
and ARB 45, paragraph 16)

Contingencies?
(FASB No.
paragraphs 9-13)

.

YES
NO

N/A ______

FINANCIAL STATEMENTS AND FOOTNOTES

aa.

z

B.

REMARKS

Page 16

Deferred income taxes?
(APB No. 11, paragraphs 57-62)

Carry forward losses for income
taxes or other credits avail 
able?
(APB No. 11, paragraphs
63(a) and 63(b))

Reasons for difference of tax
expense shown from customary
relationship between income
before taxes and tax expense?
(APB No. 11, paragraph 63(c);
APB No. 23, paragraph 14)

When renegotiation refunds under
government contracts cannot be
accurately estimated?
(ARB 43,
chapter 11B, paragraphs 4 and 5)

Prior period adjustment?
(APB No. 9, paragraph 26;
APB No. 20, paragraphs 27, 28,
36 and 37)

Earnings per share on the face
of the income statement, accom 
panied by an explanatory
schedule or note that includes
the basis of calculations?
(APB No. 15, paragraphs 12-18
and 20-23)

dd.

ee.

ff.

gg.

hh.

YES

NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

cc.

B.

REMARKS

Page
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If there are any investments in
common stock accounted for by the
equity method, are the income taxes
on the investor ’s share of the

13.

If there is an early extinguishment
of debt, is the accounting proper and
are all necessary disclosures made?
(APB No. 26, paragraphs 18-21;
FASB No. 4, paragraphs 8-12)

If a segment of the business is sold,
abandoned, spun off, or otherwise
disposed of (or, although still
operating, is the subject of a formal
plan for disposal)

15.

16.

:

If there are nonmonetary transactions
of either a nonreciprocal or exchange
nature, are they recorded in accord 
ance with APB No. 29?

14.

7-10)

properly?

investee ’s earnings reflected
(APB No. 24, paragraphs

Is interest on receivables and
payables (including premium and
discount) reflected properly?
(APB No. 21, paragraph 16)

Subsequent events?
(SAS No. 1,
sections 560.01 to 560.12 and
561.04 to 561.09 and FASB No. 5,
paragraph 11)

YES

NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

12.

ii.

B.

REMARKS

Page 18

Are extraordinary items properly
disclosed and classified and did
they meet the criteria for consid 
eration as extraordinary items?
(APB No. 9, paragraph 17; APB No. 30,
paragraphs 10, 11, 19 through 25)

Are material events or transactions
that are either unusual in nature, or
of infrequent occurrence but not both
(and therefore not meeting both
criteria for classification as an
extraordinary item) reported as a
separate component of income from
continuing operations?
(APB No. 30,
paragraph 26)

18.

Are disclosures made in notes
describing the identity of the
segment sold, the date and
manner of disposal, the assets
and liabilities remaining, if any,
and the income or loss from
operations from measurement date
to the date of the balance sheet?
(APB No. 30, paragraph 18)

b.

17.

Are discontinued operations and
earnings per share correctly
reflected in the income state 
ment?
(APB No. 30, paragraphs 8,
9 and 12)

YES
NO

N/A

RE MA RKS

FINANCIAL STATEMENTS AND FOOTNOTES

a.

B.

Page
19

In addition to the basic finan 
cial statements does disclosure
include amounts of cumulative
revenue, expenses, net losses,

For financial statements issued
by development stage enterprises
for the years beginning on or after
January 1, 1976:

22.

b.

Are required disclosures made of
aggregate exchange gains or losses
and effects of rate changes on
reported results of operations?
(FASB No. 8, paragraphs 32-34)

21.

Are financial position, changes
in financial position, and
results of operations presented
in conformity with generally
accepted accounting principles
that apply to established
operating enterprises?
(FASB
No. 7, paragraph 10)

Are research and development costs
charged to expense when incurred,
and appropriately disclosed?
(FASB No. 2, paragraphs 12-16)

20.

a.

Are related party transactions
adequately disclosed in the finan 
cial statements and accompanying
notes?
(SAS No. 6, paragraphs 16
and 17)

YES
NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

19.

B.

REMARKS

Page 20

Are appropriations of retained
earnings for loss contingencies
clearly identified and included
within the stockholders equity
section of the balance sheet?
(FASB No. 5, paragraph 15)

Is interperiod tax allocation
employed for oil and gas producing
companies with respect to intangible
drilling and development cost and

24.

25.

’

For an enterprise in its first
fiscal year in which it is no longer
considered to be in the development
stage, is there disclosure that in
prior years it had been in the
development stage?
(FASB No. 7,
paragraph 13)

graph 12)

Do the financial statements
identify the enterprise as a
"development stage enterprise"
and include a description of the
nature of its development stage
activities?
(FASB No. 7, para 

23.

c.

’

YES

NO
N/A

FINANCIAL STATEMENTS AND FOOTNOTES

changes in financial position
and stockholders equity since
inception?
(FASB No. 7, para 
graph 11)

B.

REMARKS

Page 21

Are the financial statements adjusted
for any changes in estimates
resulting from subsequent events
that provided additional evidence
with respect to conditions that
existed at the date of the balance
sheet?
(SAS No. 1, sections 560.03,
560.04 and 560.07)

Are subsequent events that provide
evidence with respect to conditions
that did not exist at the date of
the balance sheet but arose subse 
quent to that date adequately
disclosed to keep the financial
statements from being misleading?
(SAS No. 1, sections 560.05, 560.06,
560.07 and 560.09)

27.

28.

,

Have the requirements to disclose
probable reversals of timing differ 
ences and timing differences for
which there have not been any income
tax allocation been met?
(FASB No. 9,
paragraph 15)

26.

YES
NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

other costs associated with the
exploration for and development of
oil and gas revenues?
(FASB No. 9,
paragraphs 11-14)

B.

REMARKS

Page
22

c

.

As of the date of the latest
balance sheet presented, the
gross unrealized gains and gross

b.

(i)

Net realized gain or loss
included in the determina 
tion of net income?

For each period in which an
income statement is presented:

unrealized losses (segregated
between current and non-current
portfolios if applicable)?

Aggregate cost and market value
(each segregated between current
and non-current classifications
if applicable) as of the date of
each balance sheet presented?

For marketable equity securities,
except if the equity basis is appro 
priate, (in statements for periods
ending on or after 12/31/75) is
there disclosure of the following
(FASB No. 12, paragraphs 12 and 23):

30.

a.

For a marketable equity securities
portfolio is the carrying amount the
lower of aggregate cost or market
value, and is the amount by which
aggregate cost exceeds market value
accounted for as a valuation allow 
ance?
(FASB No. 12, paragraph 8)

YES

NO

N/A ______ REMARKS ______

FINANCIAL STATEMENTS AND FOOTNOTES

29.

B.

Page 23

If a decline in market value below
cost of a given marketable security
is judged to be other than temporary,
and changes in carrying amounts are
included in stockholders equity
rather than net income, is the cost

33.

’

For enterprises in industries having
specialized accounting practices
with respect to marketable securities,
does disclosure conform with FASB
No. 12, paragraphs 14-17?

13)

For marketable equity securities
owned at the balance sheet date, if
significant net realized and net
unrealized gains and losses arose
after the balance sheet date but
before issuance of the financial
statements, are those net realized
and net unrealized gains and losses
disclosed in the notes to financial
statements?
(FASB No. 12, paragraph

Change in the valuation
allowance?

YES
NO
N/A
REMARKS
----------------------------------------------

FINANCIAL STATEMENTS AND FOOTNOTES

32.

31.

(iii)

(ii)-- Basis on

which cost was
determined in computing
realized gain or loss
(i.e., average cost or
other method used)?

B.

Page 24

YES
NO

N/A
REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES
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If the entity is a subchapter S
corporation for federal income tax
purposes, do the disclosures appear
adequate?

Does the statement of changes in
financial position:

36.

37.

Include a presentation for each
period for which an income
statement is presented?
(APB
No. 19, paragraph 7)

For unrealized capital losses of
marketable securities are tax effects
recognized only when there exists
assurance beyond a reasonable doubt
that the benefit will be realized by
an offset of loss against capital
gains?
(FASB No. 12, paragraph 22)

35.

a.

Are income tax effects for unrealized
gains and losses on marketable
securities accounted for according
to APB No. 11?
(FASB No. 12, para 
graph 22)

34.

basis of the security written down
------ - ------------------------------------------to a new cost basis and the amount
of the writedown accounted for as a
realized loss?
(FASB No. 12, para 
graph 21)

B.

Page

38.

Include or be accompanied by a
presentation of net changes in
each element of working capital?
(APB No. 19, paragraph 12)

d.

Major customers?
paragraph 39)

c.

(FASB No. 14,

Foreign operations and export
sales?
(FASB No. 14, para 
graphs 31-38)

9-30)

Operations in different indus 
tries?
(FASB No. 14, paragraphs

:

b.

a.

entity 's

For fiscal years beginning after
December 15, 1976 do the financial
statements include appropriate
segment information relating to the

Begin with income or loss before
extraordinary items?
(APB No. 19,
paragraph 10)

N/A

c.

NO

Disclose all important aspects
------------of financing and investing
activities regardless of whether
cash or other elements of working
capital are directly affected?
(APB No. 19, paragraph 8)

YES
REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

b.

B.
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Based on the reviewer ’s study of the
workpapers and other evidential
matter, does it appear that disclo 
sures in the financial statements
are reasonably adequate?
(i.e., do
they comply to the third standard of
reporting SAS No. 1, section 430)

Are the financial statements suitably
titled?
(Certain titles are
generally understood to be applicable
only to statements that present
information in conformity with
generally accepted accounting
principles)
( SAS
No. 14, para 
graph 7)

Other remarks?

40.

41.

42.

—

Are stock subscriptions receivable
appropriately identified and pre 
sented as a deduction from capital,
or, if presented as an asset, stated
separately, clearly labeled, and
their status clearly described to dis
tinguish them from any other type of
asset?

YES

NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

39.

B.

REMARKS

Page
27

SECTION THREE
-

PAGES 28-73

1.

NOTE

—

c.

,

.

Important contracts and
agreements (e.g. leases,
loan agreements, pension
plans etc ) and accompanying
abstracts that highlight
items of accounting and
financial reporting signifi 
cance?

Property, plant and equip 
ment?

Accumulated depreciation?

iii.

Investments in subsidiaries?

ii.

i.

Analyses of the client ’s
following accounts, as appro 
priate through current period
under review:

ii.

—

Executive Committee?

Directors?

Stockholders?

Minutes of meetings

Copies or excerpts from:

b.

i.

Copies or digest of certificate
of incorporation and bylaws?

—

y
e
s

N/A

—

PERMANENT FILES

.

Firm policies can vary relative to account analyses carried in the permanent file.
The reviewer should be aware that some of the analyses mentioned in this section
may appear in other sections of the working papers.
(e.g. as carryforward analyses.)
Does the permanent file contain:
NO
-------- ----- REM ARKS --------------------------------

C.

a.

:

Page 28

Company organizational chart?

Detailed organizational chart of
accounting department?

The company ’s detailed chart of
accounts and accounting manual
currently in use or adequate
equivalents ?

Background information such as a
brief history of the company,
memorandums describing plant
visits, and articles o r clippings
that describe the company ’s
industry?

e.

f.

g.

Other stockholder equity
accounts?

Retained earnings?

Additional paid-in capital?

d.

xi.

x.

ix.

Treasury stock?

viii.

Other long term accruals
and allowances?

Capital stock?

.

Long-term debt?

Intangible assets and
allowances?

vii.

vi

v.

iv.

C.

YES

PERMANENT FILE

NO

N/A

_____________REMARKS _________

Page 29

Was the permanent file updated during
the most recent audit?

Is the permanent file adequately
indexed?

Other remarks?

3.

4.

.

2.

C

YES
NO

N/A

PERMANENT FILE

REMARKS

Page 30

NOTE

Were compliance tests of internal
control confined to necessary areas?
(SAS No. 1, sections 320.55 and
320.56)

If the client had EDP applications,
were they included in the study and
evaluation of internal control?

4.

5.

(SAS No. 3)

—

Were adequate compliance tests made
of those internal controls to be
relied upon in determining the
nature, timing or extent of substan 
tive tests?
(SAS No. 1, sections
320.55 320.63)

3.

—

Was a preliminary evaluation made to
identify and distinguish those
controls to be relied upon in deter 
mining the extent of substantive
tests?
(SAS No. 1, sections 320.54
and 320.64 320.68)

—

INTERNAL CONTROL

The second standard of field work is:
"There is to be a proper study and evaluation of
the existing internal control as a basis for reliance thereon and for the determination of the
resultant extent of the tests to which auditing procedures are to be restricted.
The study and evaluation often provides, as a by product, a basis for constructive
suggestions to clients concerning improvements in internal control.
YES
NO
N/A
REMARKS
-------- ----- —— ------------------------- —
Has an adequate understanding of the
system of internal control been
obtained and recorded?
(SAS No. 1,
sections 320.06 320.54)

•

.

2.

1.

----

D

Page 31

10.

If reports on internal control were
based on criteria established, by
government agencies, were the reports
in accordance with SAS No. 1, section

9.

Other remarks?

641?

If reports on internal control were
issued, were the reports in accord 
ance with SAS No. 1, section 640?

8.

—

Did the program of substantive tests
reflect the conclusions reached from
the study and evaluation of internal
control?
(SAS No. 1, sections
320.64 320.75

(SAS No. 9)

included an internal audit function,
was it considered in the study and
evaluation of internal control?

If the client's organization

.

7.

6.

D

YES
NO

N/A

INTERNAL CONTROL

REMARKS

Page 32

Was a summary prepared where appropriate
segregating cash (as to cash in banks, on
hand, etc.) as of the balance sheet date?

Were cash counts made on a surprise basis
when appropriate?

On the basis of information contained in
the workingpapers, do you agree that
examination of cash funds and undeposited
receipts did (did not) require simultane
ous physical examination of negotiable
assets such as marketable securities, notes
receivable and collateral held as security
on loan to others?

Was due consideration given to cash
transactions shortly before and shortly
after the balance sheet date to determine
that transactions were recorded in the
proper period?

Were all reconciling items (deposits in
transit, outstanding checks, etc.)
existing at the balance sheet date cleared
by reference to subsequent statements
obtained directly from the bank?

Were all bank accounts confirmed at the
examination date?

1.

2.

3.

4.

5.

6.

YES

E.

NO

CASH

N/A
REMARKS

Page 33

Followed up - referenced to such
relevant working papers as loans
payable and commitments?

b.

Restrictions on cash balances?

Confirmation of such bank credit
arrangements as compensating
balances?

a.

b.

Do the working papers indicate that
the following were considered:

10.

Notes?

b.

Were cash receipts and disbursements
reconciled with deposits and with 
drawals - for a test period?

Checks?

:

a.

approve

Do the working papers (current or
permanent) contain a list of officers
and/or employees authorized to

Answered - either positively or
negatively by the respondent?

a.

the form:

Where the standard bank confirmation
form was used were all questions on

9.

8.

7.

E
.

YES

CASH

NO

N/A

_________________ REMARKS__________

Page 34

Based on the evaluation of internal
control, do the substantive tests of
cash appear adequate?

Other remarks?

12.

Confirmation of liabilities and
contingent liabilities to banks?

d.

11.

Review of confirmation responses
for indication of related party
transactions?

c.

.

YES

E

NO

N/A

CASH

REMARKS

Page 35

Was the reasonableness of allowances
for doubtful accounts covered in the
workingpapers ?

Was collateral (if any) for receivables
examined with respect to existence,
ownership and value?

If accounts receivable were confirmed
on a test basis, does the sample appear
adequate?

If both positive and negative confirma 
tion procedures were used, did there
appear to be a proper distribution
between positive and negative -requests?

2.

3.

4.

5

Where positive confirmation procedures
were used, were second requests sent,
and other appropriate follow-up steps taken?

Is there indication that all differences
disclosed by confirmation procedures
were satisfactorily cleared?

6.

7.

.

Was a summary prepared properly
classifying receivables; (i.e. notes
and accounts receivable; trade; officers,
directors and employees; parent and
subsidiary companies; other related party
transactions etc.)?

RECEIVABLES

1.

F.

YES NO

N/A _________________ REMARKS ______

Pa g e 36

Was receivable work correlated with
the sales and inventory cut-off
examination?

14.

331)

Were adequate tests made of discounts
and allowances?

section

13.

1,

Do the working papers indicate that
adequate evidential matter had been
accumulated for confirmation of

12.

(SAS No.

Were the results of confirmation
procedures summarized in the working
papers?

11.

receivables?

Were significant notes receivable
confirmed as of the audit date?

If confirmation work was performed
prior to year-end, is there evidence
that an adequate review of trans 
actions from the confirmation date
to the balance sheet date was made?

—

accounts receivable were for some
reason not confirmed or where non 
responding accounts were significant
in number or amount, is there
evidence that other auditing proce 
dures were performed?

If a significant number and amount of

10.

9.

8.

F.

YES
NO

N/A

RECEIVABLES

REMARKS

Page
37

Are notes receivable accounted for
to reasonably represent the present
value of the consideration exchanged
and an appropriate interest rate?

18.

19.

Do the working papers (current or
permanent) contain a list of officers
and/or employees authorized to
approve bad debt write-offs?

17.

Other remarks?

(APB No. 21)

Based on the evaluation of internal
control, do the substantive tests of
receivables appear adequate?

papers that inquiry was made, and
consideration given to whether
receivables are pledged or factored?

Is there evidence in the working

16.

15.

F.

YES
NO

N/A

RECEIVABLES

REMARKS

Page 38

In appropriate situations was the
movement (physical flow) of inven 
tories through the operation
charted or explained?

Do the working papers contain a
copy or excerpts of the client's
instructions for taking inventory?

Do the working papers contain:

3.

4.

A memorandum appraising the
effectiveness of client's
instructions and the manner
in which they were carried out?

Evidence that a sufficient
amount of test counts were made?

Evidence that counts were
correctly made and recorded
(i.e. were test count quantities
reconciled with counts reflected
in final inventory)?

a.

b.

c.

,

2.

,

Was an inventory summary prepared
showing basis (e.g. "cost ” "market ”
’
’
LIFO", "FIFO", etc.) with respect
to the various classifications of
inventory (e.g. finished goods, work
in process, raw materials, etc.)?

1.

G.

YES
NO

INVENTORIES

N/A

_______________ REMARKS _________

Page 39

Do the working papers indicate that
adequate tests were made of:

7.

The clerical accuracy of the
compilation of the inventory?

Based on the inventory quantity,
type, location, etc., does it appear
that the observation was adequate,
but not excessive?
(SAS No. 1,
section 331)

6.

a.

Where the physical inventory is
taken at a date other than the
balance sheet date (or where
rotating procedures are used) do
the working papers indicate that
consideration was given to inventory
transactions between the inventory
date(s) and the balance sheet date?

Returns?

Shipments of finished goods?

iii.

iv.

Work in process transferred?

Purchases received?

ii.

i.

Evidence that cut-off was
adequate (at physical inventory
date as well as balance sheet
date) with respect to:

5.

d.

G

YES

.

NO

N/A

INVENTORIES

REMARKS

Page 4 0

12.

Inventory policies?

Scrap inventory?

Obsolescent inventory?

Write-off policies?

a.

b.

c.

d.

:

Do the workingpapers contain a write-up
concerning the clients

Do the workingpapers indicate that ob 
solescence and necessity for a valuation
reserve were considered?

11

.

Where applicable, were gross profit
percentage tests employed to check
overall valuation of Inventories?

Was an examination of purchase and sales
commitments made, Including consideration
as to any possible adverse affects?

9.

10.

If perpetual inventory records are
maintained, do the workingpapers indicate
that differences disclosed by the client ’s
physical inventory (or cycle counts) are
properly reflected in the accounts?

Cost finding methods and substantia
tion of cost used in pricing all
elements (raw materials, work in
process, finished goods) of the
inventory?

YES

NO

INVENTORIES

8.

b.

G.

N/A
REMARKS

Page 41

Where the physical inventory in the
hands of others was not observed,
were inventory confirmations received
(i.e. inventory in public warehouses,
on consignment, etc.)?

Was an inventory representation
obtained from the client?

Do the working papers indicate that
steps were performed to determine if

14.

15.

16.

Based on the evaluation of internal
control, do the substantive tests
of inventory appear adequate?

Other remarks?

17.

18.

any inventory is pledged?

Was consideration given to observing
the count of inventory in the hands
of others?

13.

G

YES

.

NO

N/A

INVENTORIES

REMARKS

Page 42

Is there indication that securities
were examined at the time of cash
counts, where appropriate?

Was a summary schedule prepared (or
obtained) with respect to the class 
ification of investments (e.g.

3.

4.

7.

6.

5.

Were all securities (including stock
certificates of subsidiary companies)
either examined or confirmed?

2.

Did the working paper formats sufficiently
support the reporting requirements of FASB
No. 12, and APB No. 18?

that investments were pledged?

Do the working papers indicate that
consideration was given to indications

investments ?

Was investigation made of carrying value
and possible cost impairment of long-term

marketable securities, long-term
investments )?

Was a summary schedule prepared (or
obtained) and details examined with
respect to description, purchase
price and date, changes during period,
income, market value, etc. of
investments?

YES NO N/A

INVESTMENTS

1.

H.

REMARKS

Page 43

Do the working papers indicate that

10.

11.

Was the examination of investments
correlated with related income
accounts and accrued receivables?

9.

Other remarks?

adequate evidential matter had been
accumulated for long-term investments?
(SAS No. 1, section 332)

For investments accounted for on the
equity method, were financial state 
ments and other information reviewed
to support the amounts presented?

8.

H.

YES
NO

N/A

INVESTMENTS

REMARKS

Page 44

.

4.

3

2.

1.

Intangible assets?

Deferred charges?

Other?

b.

c.

d.

Were amounts of amortization re 
lated to applicable expense
classifications?

b.

If insurance policies were pledged
as collateral or subjected to pre 
mium financing; were the related
loans properly accounted for?

Were cash surrender values of life
insurance , beneficiary , related
loans , etc. , confirmed with the
underwriters?

Is there adequate support for the
deferral and amortization (or
lack thereof)?

a.

For prepayments; intangibles; and de 
ferred charges:

Prepaid expenses?

a.

YES
NO

N/A
REMARKS

PREPAID EXPENSES; INTANGIBLE ASSETS; DEFERRED CHARGES; ETC.

Were adequate tests made and/or con 
firmations received for all material:

I.

Page 45

For capital leases, is the imputed
interest amortized so as to produce
a constant periodic rate of interest
on the remaining balance of the
obligation?
(FASB No. 13, paragraph;

7.

8.

Were prepayments of interest and
taxes related to the underlying
obligations and tax bills?

6.

Other remarks?

12)

Were differences among amounts of
insurance coverage, the insurable
value (if available) and the recorded
amount of insured property noted and
followed-up with appropriate inquiry
of the client?

YES
NO

N/A
REMARKS

PREPARED EXPENSES, INTANGIBLE ASSETS, DEFERRED CHARGES, ETC.

5.

I.

Page 46

3.

2.

1.

Accumulated depreciation?

b.

Retirements?

Abandonments?

Idle facilities?

b.

c.

d.

Was an investigation made of internal
control procedures with regard to prop 
erties, including the distinction between
capital and expense charges?

Additions (including facilities under
construction) ?

a.

Do the workingpapers indicate that con 
sideration was given to proper accounting
treatment and where appropriate, the
physical inspection of major property:

Property, plant and equipment?

a.

YES NO

N/A

PROPERTY, PLANT AND EQUIPMENT

Was a summary schedule prepared or
obtained to show beginning balances,
changes during the period and ending
balances for:

J.

REMARKS

Page 47

6.

5.

4.

Compliance with internal control
procedures?

Status of idle facilities?

d.

e.

Were differences between book and
tax depreciation reconciled?

24-27)

Have leases been examined to deter 
mine that capital, sales, and
direct financing leases have been
properly accounted for?
(FASB No. 13,
paragraphs 6-14, 17, 18, 20-22, and

The adequacy of current and
accumulated provisions for
depreciation and depletion?

c.

Physical inspection?

Examination of physical
documents?

Retirements, etc. (including
examination of miscellaneous
income, scrap sales, etc.)?

ii.

i.

Additions:

YES
NO

N/A

PROPERTY, PLANT AND EQUIPMENT

b.

a.

Do tests appear adequate with
respect to:

J.

REMARKS

Page 48

Other remarks?

9.

Applicable investment credit
recapture provisions were
considered?

b.

Do the working papers indicate the
presence of liens on property?

Applicable investment tax
credits were taken?

a.

Do working papers indicate that a
review was made to see that:

YES
NO

N/A

PROPERTY, PLANT AND EQUIPMENT

8.

7.

J.

REMARKS

Page 49

Current portions of long-term
debt?

Other payables?

d.

e.

4.

Other restrictions?

c.

Do the workingpapers include evidence
as to compliance with such restric 
tions?

Liens on assets?

debt, etc .)?

Restrictions (such as limitations
on ratios, plant investments,

b.

a.

Do the workingpapers, or loan repay 
ment agreements mention any:

Accruals?

c.

3.

Notes payable (classified as to
type of creditor)?

b.

Were accounts payable adequately
tested for propriety?

Accounts payables?

a.

of:

Do the workingpapers contain summaries

YES
NO

N/A

CURRENT LIABILITIES

2.

1.

K.

REMARKS

Page 50

Was an adequate test made of sub 
sequent transactions (i.e. cash
disbursements; voucher register
entries , vouchers , unpaid invoices ,
etc.) to determine if any material
unrecorded liabilities existed?

Based on the evaluation of internal
control; do the substantive tests of
liabilities appear adequate?

Was the payable work correlated with
the purchase cut-off examination?

8.

9.

Contain reconciliations of
differences?

b.

7.

Indicate the basis of selection?

YES
NO

N/A

CURRENT LIABILITIES

a.

:

If payables were confirmed , do

6.

workingpapers

With respect to material payables ,
was consideration given to confirm 
ing the terms and unpaid balances?

5.

K.

REMARKS

Page 51

12.

11.

10.

Payroll (including payroll taxes)?

Federal income taxes?

Other taxes

b.

c.

d.

City?

Other?

c.

d.

Federal?

State?

.

b.

a

amined for:

Do the workingpapers indicate the
latest year tax returns were ex 

Interest?

a.

:

Do the workingpapers indicate that
the following accruals are adequate
in amount

with related expense accounts?

YES
NO

N/A

CURRENT LIABILITIES

Is there evidence that the examination
of accrued liabilities was correlated

K.

REMARKS

Page 52

Do the working papers (current or
permanent) contain a list of officers
and/or employees authorized to
approve purchase orders?

Other remarks?

17.

18.

(APB No. 21)

Are notes payable accounted for to
reasonably represent the present
value of the consideration exchanged
and an appropriate rate of interest?

16.

Other?

d.

Were the substantive tests of notes
and loans payable related to applic 
able liabilities for accrued interest
and interest expense?

City income taxes?

c.

15.

State income and franchise
taxes?

b.

Are differences reconciled between
taxable net income and book (i.e.
financial statement) net income?

Federal income taxes?

a.

’

Were revenue agents adjustments, if
any, reflected in the clients
accounts for:

YE S
NO

N/A

CURRENT LIABILITIES

14.

13.

K.

REMARKS

Page 53

Were confirmations received for significant
debt obligations , together with verifica 
tion of interest rates, repayment period,

2.

Is there evidence that a review was made
where appropriate, of agreements per 
taining to outstanding long-term obliga 
tions?

Is there evidence that covenants to long 
term debt obligations are being complied
with?

Were unusual increases or decreases in
long-term obligations traced to authori
zations (e.g. stockholder or board of
directors meeting minutes)?

3.

4.

5.

etc .?

Was a schedule prepared or obtained sum 
marizing long-term debt (and current
portion thereof) including changes
during the year?

LONG-TERM DEBT

1.

L.

YES
NO

N / A _________

Page 54

R E M A R K S _______

Were substantive tests for long 
term debt related to those of
applicable liabilities for accrued
interest and interest expense?

Have leases been examined to deter 
mine that capital leases have been
properly accounted for?
(FASB No. 13,
paragraphs 6-14)

Other remarks?

6.

7.

8.

M.

YES
NO

N/A

LONG-TERM DEBT

REMARKS

Page
55

Have leases been examined to deter 
mine that sales and direct financing
leases have been properly recorded?
(FASB No. 13, paragraphs 6-9, 17 and

4.

18)

With respect to allowances estab 
lished through charges to operations,
has it been ascertained that subse 
quent charges there-against are in
accordance with the intent of the
account and that such subsequent
charges should not have been made
against operations?

3.

Deferrals have been established
on a reasonable basis?

b.

Were deferred tax accrual accounts
analyzed and reviewed as to adequacy?

The basis of deferring income is
reasonable and on a consistent
basis from year to year?

:

a.

that

Do the working papers indicate

2.

1.

M.

YES

NO
N/A

DEFERRED CREDITS

REM ARKS

Page 56

For sales and direct financing
leases, is the unearned income
amortized over the lease term so as
to produce a constant periodic rate
of return on the net investment in
the lease?
(FASB No. 13, paragraphs
17b and 18b)
(Also see APB No. 21,
paragraph 16 on recording of premium
and/or discount)

Other remarks?

6.

YES
NO

N/A

DEFERRED CREDITS

5.

M.

REMARKS

Page 57

1.

Inquiry and discussion with
management (including manage 
m e n t ’s written representations
concerning liabilities, and
litigation claims assessments)?

Inspection of other documents
for possible guarantees by the
client?

d.

e.

—

Accumulation and analysis of
confirmation responses from
banks and lawyers?

c.

—

Inspection of contracts, loan
agreements, leases, and corres 
pondence from taxing and other
governmental agencies and
similar documents?

b.

,

Inspection of minutes of meetings
of the stockholders, board of
directors, and executive and
other committees of the board?

a.

YES
NO

N/A

COMMITMENTS AND CONTINGENCIES

Do the working papers include indica 
tion of the following:

N.

REMARKS

Page 58

Is there indication that procedures
were performed to uncover the need
for recording or disclosure of
events subsequent to the date of
the financial statements?
(SAS No. 1,
sections 560.10, 560.11 and 560.12)

Concerning litigation, claims and
assessments do the working papers
include

3.

4.

Descriptions and assurances
that were obtained from the
client's management as
prescribed in SAS No. 12?
(Paragraphs 5a and 5d)

Indication that revelant docu 
ments including correspondence
and invoices from lawyers were
examined?
(SAS No. 12, para 
graph 5c)

Reference to results of other
audit procedures that might
also disclose litigation,
claims and assessments?
(SAS No. 12, paragraph 7)

a.

b.

c.

:

Have items of financial significance
found in the company's minutes,
important contracts, agreements,
etc., been cross-referenced to
supporting analyses?

YES

NO

N/A

COMMITMENTS AND CONTINGENCIES

2.

N.

REMARKS
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5.

Other remarks?

Letters of response from the
client ’s attorneys? (SAS No.
paragraphs 10-14)

e.
12,

Letters of audit inquiry to the
client ’s attorneys?
(SAS No. 12,
paragraphs 8 and 9)

YES
NO
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N/A _________________ REMARK S ____ ___

COMMITMENTS AND CONTINGENCIES

d.

N.

Were treasury stock transactions
checked t o

6.

State laws?

Etc .?

b.

c

.

Bylaws?

a.

:

Were treasury stock certificates
examined or confirmed?

5.

’

Where no transfer agent exists, was
an adequate examination of stock 
holders ledger and stock certifi 
cate books made?

4.

Retained earnings?

d.

Was a confirmation received from
the transfer agent or the registrar
(or both) as to capital stock issued
and outstanding?

Treasury stock?

c.

•

3.

Additional paid-in capital?

b.

Were changes in capitalization
checked to authorizations?

Capital stock?

a.

Have summaries and adequate
analyses been made of changes in:

YES
NO

N/ A

CAPITAL ACCOUNTS

2.

1.

0.

REMARKS
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Redemptions?

Conversion privileges?

d.

e.

10.

Other remarks?

With respect to partnerships and
individual proprietorships, do the
analyses of capital and drawing
accounts appear adequate?

Rights?

c.

9.

Warrants?

b.

When appropriate, were the propriety
and authorization of dividend pay 
ments verified?

Stock options?

a.

Do the working papers indicate that
adequate inquiries were made where
appropriate, as to:

YES
NO

N/A

CAPITAL ACCOUNTS

8.

7.

0.

REMARKS
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Were adequate tests made of payrolls,
including account distribution?

If employees are paid at the
client ’s location, do the working

4.

5.

a.

That an observation was made of
a payout?

indicate:

Do working papers indicate that
consideration was given to sales
and purchase cut-off?

3.

papers

Were gross profit ratios for the
current year compared with similar
statistics for prior years and were
substantial variations investigated?

The basis used for the selection
of items tested?

c.

Income Statement accounts?

Balance Sheet accounts?

That specific accounts analyti 
cally reviewed, were selected
for tests?

ii.

i.

That an "analytic review" of
accounts not individually
analyzed, was made for:

b.

a.

Do the working papers evidence:
j

YES

NO

N/A

INCOME AND EXPENSES

2.

1.

P.

REMARKS
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Have exchange gains and losses been
included in the determination of
net income in accordance with FASB
No. 8?
(Paragraphs 16, 17, and 22-

8.

10.

9.

Were foreign currency transactions
translated into dollars in accord 
ance with the FASB No. 8?
(Para 
graphs 6-31)

7.

paragraphs 6-8)

Do the working papers support the
required financial reporting for
segments of a business enterprise
for fiscal years beginning after
December 15, 1976?
(FASB No. 14,

Have estimated loss contingencies
been accounted for in conformity
with FASB No. 5? (Paragraphs 8-15)

28)

With regard to pension and profit
sharing plans, (including impact of
ERISA) do tests made of the expense
and liabilities appear adequate?

That signatures obtained were
compared to a signatory record?

c.

6.

That signatures of employees
were requested?

YES
NO

N/A

INCOME AND EXPENSES

b.

P.

REMARKS
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13.

Concerning earnings per share, do
disclosures appear adequate with
regard t o

12.

Fully diluted earnings per
share?
(APB No. 15, para 
graphs 40-42)

If earnings per share information is
not presented, do the working papers
justify (document) its exclusion?
(APB No. 15, paragraph 6)

ii.

39)

Primary earnings per share?
(APB No. 15, paragraphs 24-

Basis upon which calculations
are presented for:

b.

i.

Capital structure (where complex
securities are involved)?
(APB
No. 15, paragraph 19)

a.

:

Were revenue and expenses for the
—
period examined compared with those
of the preceding period and reviewed
for reasonableness; were significant
fluctuations explained?

YES

Page 65

NO
N/A
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---------------------------------------------

INCOME AND EXPENSES

11.

__

P.

Other remarks?

15.

,

Based upon the evaluation of
internal control do the substantive
tests (review, analysis and testing)
of income and expense appear
adequate?

YES
NO

N/A

INCOME AND EXPENSES

14.

P.

REMARKS
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Liabilities, commitments,
contingencies, and subsequent
events?
(SAS No. 1, section
560. 12e)

Identity of related parties and
transactions with them?(SAS No.
6, paragraph 12b)

c.

Other?

Inventory?

b.

ii.

i.

Assets:

Has a letter of representation been
obtained from management for:

4.

a.

Do the working papers indicate that
the staff are informed of new tech 
nical pronouncements regulatory
requirements and tax developments?
(SAS No. 4, paragraphs 15-16)

3.
,

Does firm policy require that mem 
oranda and working papers explain
the basis for resolution of diffi 
cult accounting and auditing
problems?

Have all procedures called for in
"audit programs" been signed and
dated?

2.

1.

Q.

YES
NO

N/A

WORKING PAPERS

REMARKS
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Name of client?

Initials of preparer?

b.

Do individual working papers contain:

9.

a.

Are the financial statement amounts
(including amounts in notes) readily
traceable to working trial balance,
lead schedule or assembly sheets?

YES
NO

N/A

WORKING PAPERS

8.

Year-end adjusting entries
(where appropriate) were posted
to ledger records?

b.

Do the working papers contain
evidence that:

7.

Client journal entries were
reviewed and posted to ledger
records?

Have leases been analyzed to deter 
mine their proper accounting treat 
ment?
(FASB No. 13, paragraphs 515, 17-22, and 24-47)

6.

a.

Have items of financial significance
found in the company ’s minutes,
important contracts, agreements,
etc., been cross-referenced to
supporting analyses?

5.

Q.

REMARKS
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Are sources of information clearly
documented?

If statistical sampling procedures
were employed, do the working papers
contain

12.

13.

A write-up concerning the conclu 

b.

sion reached in applying the
sample used?

A write-up discussing the basis
for the selections used?

a.

:

Are all working papers in some
logical order, indexed and crossreferenced?

11.

Initials of reviewer?

e.

Are odd-sized working papers mounted
on regular working papers where
appropriate?

Date of preparation?

d.

YES

NO
N/A

WORKING PAPERS

10.

Account or subject matter
examined?

c.

Q.

REMARKS
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Were procedures applied to unaudited
replacement cost information in
accordance with SAS No. 18?

Are all symbols (tick marks) clearly
explained?

Do the working papers avoid
unnecessary detail?

Have all notes, questions or excep 
tions posed by staff men performing
the audit, been followed up and
resolved?

Have notes, questions or exceptions
posed by the partners or managers
review been resolved?

Are suggestions for changes in audit
procedures for the next examination
included in the working papers?

Other remarks?

15.

16.

17.

18.

19.

20.

YES
NO

N/A

WORKING PAPERS

14.

Q.

REMARKS
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D o the auditing firm's supervisory
personnel participate in advance
planning of the engagement?
(SAS No.
1, section 310; SAS No. 4, paragraphs
11 and 12)
Are specialists such as computer
audit or industry specialists
utilized as needed?
(SAS No. 1,
section 210; SAS No. 3, paragraph
4; SAS No. 4, paragraph 7)

3.

,

Is the engagement planning adequately

7.

documented?

Were statistical sampling procedures
considered during audit planning?

320)

developed in the light of the
strengths and weaknesses of internal
control and is the program approved
by the partner in charge of the
engagement?
(SAS No. 1, section

6.

5.

Is a written audit program responsive
to the needs of the engagement

Have applicable industry accounting
and audit guides been used for the
engagement?

2.

4.

Was an appropriate engagement letter
used?

YES

NO

N/A

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

1.

R.

REMARKS_____
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Does it appear that work performed
at year-end could not have been
appropriately performed at an
interim date?

Does it appear that client's staff
was effectively used to prepare
required analyses and schedules?

If SEC reporting is required, does
the work performed and the report,
appear to comply with SEC require 

11.

12.

13.

ments?

Was an evaluation made of the t im e
budgeted for the engagement and the
actual time recorded?

10.

Adequately supervised?

c.

Were time progress reports used
during the course of the engagement?

Briefed about the end result of
his work?

work) ?

Efficiently used (i.e. did the
senior delegate less important

b.

a.

Does it appear from the working
papers that staff assistants were:

YES
NO

N/A

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

9.

8.

R.

REMARKS_____________________
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Did the planning and execution of
the engagement include consideration
of the possibility of errors and
irregularities such as override of
control procedures?
(SAS No. 16,
paragraphs 6-15)

Is the firm aware of SAS No. 17
concerning illegal acts by clients?

Other remarks?

16.

17.

4-7)

If the auditor has succeeded a
predecessor auditor, has there been
appropriate communication with the
predecessor as to the reason for
the change?
(SAS No. 7, paragraphs

YES

NO
N/A
REMARKS

AUDIT PLANNING, ADMINISTRATION AND REVIEW PROCEDURES

15.

14.

R.
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